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DETAILED ACTION 

1. Claims 1-7 remained pending and claims 8-11 has been added. 

Claim Rejections -35 USC §112 

2 The following is a quotation of the second paragraph of 35 U.S.C. 1 12: 

The specification shall conclude with one or more claims particularly 
pointing out and distinctly claiming the subject matter which the applicant regards 
as his invention. 

3. Claims 1, is are rejected under 35 U.S.C. 112, second paragraph, as being indefinite for failing to 
particularly point out and distinctly claim the subject matter which applicant regards as the invention. 

In particular, Claim 1, recites the word [" adapted to"]. 

However this language fails to distinctly claim Applicants invention because the scope of the 
claim is unclear. Moreover the specification fails to clarify, the meaning of the limitation. 
Because a • Claim limitations that employ phrases of the type* " Able to be, so as to 
be Able, Able to be connected, "At the time of prohibiting any subsequent use of the 
method" and on the basis of taking into account" are typical of claim limitations which 
may not distinguish over prior art. It has been held that the recitation that an element is " 
adapted to" perform or is capable of performing a function is not a positive limitation but 
only requires the ability to so perform. 
Appropriate correction is required. 

Claim Rejections - 35 USC § 102 

4. The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that form the 
basis for the rejections under this section made in this Office action: 

A person shall be entitled to a patent unless - 

(e) the invention was described in (1) an application for patent, published under 
section 122(b), by another filed in the United States before the invention by the 
applicant for patent or (2) a patent granted on an application for patent by another filed 
in the United States before the invention by the applicant for patent, except that an 
international application filed under the treaty defined in section 351(a) shall have the 
effects for purposes of this subsection of an application filed in the United States only 
if the international application designated the United States and was published under 
Article 21(2) of such treaty in the English language. 

5. Claims 1-11, are rejected under 35 U.S.C. 102(e) as being anticipated by 
Freeman et al(Hereinafter Freeman US Patent No: 6, 249, 775). 
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As per claim 1, Freeman discloses a system for valuing and managing the risk 
of a plurality of credit instruments, said system comprising: 

a) a database for storing credit instrument data; 

b) a first calibration engine connected to said database, wherein said first calibration 
engine generates calibration parameters from said credit instrument data(see 
column 2 lines 54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 
5-18 lines 1-67) 

c) a second pricing engine connected to said database and said first calibration 
engine, wherein said second pricing engine is adapted to value said one or more 
credit instruments according to no-arbitrage financial principles, wherein at least one 
of a net present value and a par-spread Is calculated for each of said one or more 
credit instruments using current market data(see column 2 lines 54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67) 

d) a third engine connected to said second pricing engine for performing simulation- 
based computations (see column 2 lines 54-67 and column 3 lines 1-67 and column 
4 lines 49-67 and column 5-18 lines 1-67) 

e) a fourth risk engine connected to said second pricing engine and said third engine 
for computing a plurality of risk and reward metrics; and 

f) a report generator connected to said fourth risk engine for generating reports 
for use in managing risk. (Note abstract and see column 2 lines54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67). 

As per claim 2, Freeman discloses wherein at least of said plurality of credit 
instruments is a loan, (see column 2 lines54-67 and column 3 lines 1-67 and column 
4 lines 49-67 and column 5-18 lines 1-67) 

As per claim 3, Freeman discloses further comprising at least one input data 
module for storing data relating to credit instruments in said database, (see column 2 
lines54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 5-18 lines 
1-67) 
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As per claim 4, Freeman discloses further comprising a portfolio hierarchy 
server, (see column 2 lines54-67 and column 3 lines 1-67 and column 4 lines 49-67 
and column 5-18 lines 1-67) 

As per claim 5, Freeman discloses wherein , said first calibration engine 
comprises: 

a) a first module for generating a one or more basis instruments from input data 
relating to said one or more credit instruments, wherein said input data comprises at 
least one of prices, ratings, sectors, and terms and conditions; 
b) a second module for generating a first term structure of risk free zero prices and a 
risk-neutral process for interest rates from one or more basis instruments(see 
column 2 Nnes54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 
5-18 lines 1-67) 

c) a third module for generating one or more basic spread matrices from said 
one or more basis instruments and said first term structure of risk-free zero prices; 

d) a fourth module for generating a second term structure of risk-neutral 
transition matrices and at least one smoothed credit spread matrix using said first 
term' structure of risk-free zero prices, said module also adapted to develop 
generators using a transition matrix manager(see column 2 lines54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67) 

e) a fifth module for generating a third term structure of riskneutral transition 
matrices for a specific named obligor from said at least one smoothed credit spread 
matrix, said first term structure of risk-free zero prices, and said second term 
structure of risk-neutral transition matrices; and 

f) a sixth module for generating a plurality of spread volatility matrices, (see column 
2 lines54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 5-18 
lines 1-67). 

As per claim 6, Freeman discloses wherein a at least one of said modules of 
said calibration engine generates data subsequently stored in a Mark-to-Future 
cube, (see column 2 Nnes54-67 and column 3 lines 1-67 and column 4 lines 49-67 
and column 5-18 lines 1-67). 
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As per claim 7, Freeman discloses wherein said second pricing engine 
comprising: 

a) a first module for defining a state space; 

b) a second module for generating a state space by modeling the underlying 
economic behavior driving the exercise of embedded options and other structural 
features of said plurality of credit instruments(see column 2 lines54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67) 

c) a third cash flow generation module for generating cash flows for said 
plurality of credit instruments, whereby said credit instruments may be subject to 
different prepayment or credit state assumptions; and 

d) a fourth module connected to said third cash flow generation module for 
generating a plurality of valuation attributes from said generated cash flows, (see 
column 2 lines54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 
5-18 lines 1-67). 

As per claim 8, Freeman discloses where the net present value of a credit 
instrument is calculated by performing a valuation of a plurality of cash flows for the 
credit instrument, (see column 2 lines 54-67 and column 3 lines 1-67 and column 4 
lines 49-67 and column 5-18 lines 1-67) 

As per claim 9, Freeman discloses wherein the said valuation of said plurality of 
cash flows is performed using a lattice valuation technique. 

As per claim 10, Freeman discloses where said valuation of said plurality of cash 
flows is performed using Monte Carlo simulation technique, (see column 2 lines 54-67 
and column 3 lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67). 

As per claim 10, Freeman discloses wherein the par spread of a credit instrument is 
calculated by determining one or more spreads such that the net present value of the 
credit instrument equals a specified value, (see column 2 lines 54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67). 

As per claim 1 1 , Freeman discloses wherein the par spread of a credit instrument 
is calculated by determining one or more spreads such that the net present value of the 
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credit instrument equals a specified value, (see column 2 lines 54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67). 

CONCLUSION 

5. In response to Applicant's arguments that filed 1/8/2007 has been fully considered 
but they are not persuasive for the following reasons. 

6. In response to Applicant's arguments that Freeman fail to teach or suggest " value 
of the pools of loans is made and determination whether a pool of loans should be 
bought or sold based on potential future defaults rates and buying or selling a particular 
pool of loans that might influenced by a change in the price offered to pay for it and is 
not directed to valuing loans, The Examiner disagrees with Applicant's because the 
limitation were addressed as stated. 

Freeman discloses a) a database for storing credit instrument data; 

b) a first calibration engine connected to said database, wherein said first calibration 
engine generates calibration parameters from said credit instrument data(see 
column 2 lines 54-67 and column 3 lines 1-67 and column 4 lines 49-67 and column 
5-18 lines 1-67) 

c) a second pricing engine connected to said database and said first calibration 
engine, wherein said second pricing engine is adapted to value said one or more 
credit instruments according to no-arbitrage financial principles, wherein at least one 
of a net present value and a par-spread Is calculated for each of said one or more 
credit instruments using current market data see column 2 lines 54-67 and column 3 
lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67 d) a third engine 
connected to said second pricing engine for performing simulation-based 
computations (see column 2 lines 54-67 and column 3 lines 1-67 and column 4 lines 
49-67 and column 5-18 lines 1-67 e) a fourth risk engine connected to said second 
pricing engine and said third engine for computing a plurality of risk and reward 
metrics; and f) a report generator connected to said fourth risk engine for generating 
reports for use in managing risk. (Note abstract and see column 2 lines54-67 and 
column 3 lines 1-67 and column 4 lines 49-67 and column 5-18 lines 1-67. 
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Therefore it is inherently clear that Applicant's claimed limitations are addressed 
within the teachings of Freeman. 

7. Applicant's amendment necessitated the new ground(s) of rejection presented in this 
Office action. Accordingly, THIS ACTION IS MADE FINAL. See MPEP § 706.07(a). 
Applicant is reminded of the extension of time policy as set forth in 37 CFR 1.136(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within TWO 
MONTHS of the mailing date of this final action and the advisory action is not mailed until after 
the end of the THREE-MONTH shortened statutory period, then the shortened statutory period 
will expire on the date the advisory action is mailed, and any extension fee pursuant to 37 
CFR 1.136(a) will be calculated from the mailing date of the advisory action. In no event, 
however, will the statutory period for reply expire later than SIX MONTHS from the date of this 
final action. 

8. Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Clement B Graham whose telephone number is 571- 
272-6795. The examiner can normally be reached on 7am to 5pm. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Hyung S. Sough can be reached on 703-308-0505. The fax phone numbers 
for the organization where this application or proceeding is assigned are 571-273-8300 
for regular communications and 703-305-0040 for After Final communications. 
Any inquiry of a general nature or relating to the status of this application or proceeding 
should be directed to the receptionist whose telephone number is 703-305-3900. 
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March 23, 2007 




